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KEY ECONOMIC INDICATORS: TUNISIA 
(values in US $ million except where noted) 


Est. 1980/1979 % of Change 
1979 1980 1981 {based on dinar values) 


Exchange Rate: US $1.00 = - 4065 - 4037 -4545 
Tunisian Dinar = $2.46 $2.48 $2.20 


INCOME, PRODUCTION, INVESTMENT 


GDP at Constant 1972 Prices * 3,536.4-— 3,798.7 
- Agriculture and Fishing 530.5 576.2 
Mining and Energy 219.5 227.6 
Manufacturing 378.8 424.2 
Construction and Public Works 216.3 224.7 
Transport and Telecommunications 217.4 233;5 
Tourism 130.0 138.4 
Commerce and Other Services 889.4 948.4 
Government Services 464.5 496.2 
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GDP at Current Prices 8,531.2 
Gross Investment, Current Prices ’ 2,294.0 
Government Budget, Current Prices 

- Operations 1,169.2 1,360.3 
- Capital 923.7 1,086.2 
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Per Capita GNP, Current Dollars Lg leaee Agarose 2,271.2 
MONEY AND PRICES 


Money Supply (year-end) 

Price Indices (year-end;1970=100) 
- Consumer 

- Wholesale 


BALANCE OF PAYMENTS AND TRADE 


Exports, f.o.b. 1,787.7 2,301.4 2,294.6 
- to U.S. 155.7 322.6 N/A 

Imports, c.i.f. 2,845.7 3,367.8 3,410.0 
- from U.S. 170.0 197.9 N/A 

Trade Balance -1,058.0 -1,066.4 -1,115.4 
Net Services 432.2 463.8 448.8 
- Tourism Receipts 603.4 694.4 655.6 
Net Transfers 330.9 317.4 292.6 
- Workers' Remittances 284.1 298.1 275.0 
Current Account -295.0 -285.2 -374.0 
Net Foreign Exchange Reserves 404.4 482.1 427.7 

(year-end) 
Outstanding External Debt 2,635.2 3,323.6 2,980.0 


* NOTE: At 1972 Exchange Rate (US $1.00 = TD 0.4772) 


Sources: Ministry of Plan and Finance, Budget Economique 1981 and Statistiques du Commerce 
Exterieur; Central Bank, Statistiques Financieres. 


Main Exports to U.S. - Crude Oil 
Main Imports from U.S. - Cereals, Mining and Excavation Equipment, Oil and Gas Drilling 
Equipment, Aircraft 





SUMMARY 


Tunisian GDP continues to grow at a fast rate, but behind the impressive 
statistics lie several troubling trends that threaten not only future 

growth, but the social stability which Tunisia has enjoyed since independence. 
Stagnation in the agricultural sector, declining petroleum production, 
increasing numbers of unemployed, and an extremely tightly-controlled 

economy make for a volatile mix as Tunisia enters the eighties. The Govern- 
ment is aware of the dangers ahead, however, and has been making‘ adjustments 
in a number of areas to cope with the new realities. While U.S. commercial 
presence continues to be fairly low-level, much could be done to expand 

the American share of this growing market. 


PART A. CURRENT ECONOMIC SITUATION AND TRENDS 


1. 1980: A TRANSITION YEAR: 


The year 1980 was one of transition and change for Tunisia, but the economy 
continued to grow at a fast pace. The Libyan-sponsored guerilla attack 

on the mining town of Gafsa in January and the illness and subsequent 
replacement of Prime Minister Hedi Nouira by Mohamed Mzali were the key 
events of the year. While the new Mzali government spent much of 1980 
establishing its priorities and gaining experience, the economy maintained 
a strong overall pattern of growth. Real GDP increased by 7.3 percent, 
investment was over 25 percent of GDP (thanks to a high level of foreign 
aid and investment), the balance of payments picture improved, and the lid 
was kept on social pressure caused by wages and prices. New jobs continue 
to fall well short of demand, however, and this is of the greatest concern 
to the Government. Other problem areas include an inefficient agricultural 
sector and a pervasive system of controls and subsidies which distorts 
efficient allocation of resources. 


RECENT POLITICAL DEVELOPMENTS : 


Prime Minister Mzali, a well-regarded former Minister of Education, came to 
power in spring of 1980, replacing an ailing Hedi Nouira. Nouira, the 
primary architect of Tunisian economic policy throughout the seventies, had 
concentrated his efforts on maintaining high levels of investment while 
restraining consumption. During his stewardship, real GDP doubled, in part 
due to the fact that Tunisia, as a net oil exporter, benefitted from major 
increases in oil prices during the seventies, but also due in part to 
Nouira's hardheaded and businesslike policies. Real purchasing power of = 
the average Tunisian did not increase, however, due to government restraint 
of wage increases in order to stimulate national savings. Uneven income 
distribution, increasing urbanization, and troublesome unemployment problems 
contributed to a growing sense of social malaise. This disaffection was 
reflected in the attack in early 1980 on the southern town of Gafsa by a 
small group of armed Tunisians--some trained in Libya--in an effort to incite 
nationwide rebellion against the regime. Although the attack failed, it had 
a strong impact on the Tunisian Government. Since then, the Government has . 
demonstrated more concern about the plight of the common man, a recognition 





of the alienation which has obviously affected some groups. Although Mzali 
has made no radical changes in the basic Nouira approach to economic policy, 
he has given higher priority in his government to social concerns and wage 
issues. There has also been a concerted and well-orchestrated campaign to 
attract Arab capital in the financing of new Tunisian projects. Overall, 

the Mzali government continues to take the same cautious approach to economic 
policy as did its predecessor. 


GDP GROWTH: 


Real GDP growth in 1980 was 7.3 percent, benefitting from a good crop year 
and a sharp increase in the mining sector. Two critical areas, energy and 
tourism, grew by much less than in 1979. Other sectors maintained their 
1979 growth rates. 


The agricultural sector rebounded from a poor year in 1979 and recorded real 
growth of 8.6 percent. Favorable weather conditions produced a near-record 
cereals harvest of 1.2 million tons, which highlights the fact that the 
agricultural sector remains largely dependent on external factors. The 
Government has yet to institute the kind of wide-ranging policy reforms 
(increased availability of high-yield technology and associated inputs, 
improved research and extension activities, more effective agricultural 
credit programs) which might bring about a permanent increase in productivity. 
Over the last five years, agricultural output has fluctuated annually with 
variations in weather conditions, averaging annual real growth of only 2.3 
percent. This low growth is reflected by the decline in agriculture's 

share of real GDP from 18 percent in 1976 to 15 percent today. 


In the industrial sector, oil production remained constant at 5.6 million 
tons, retarding any growth in the energy subsector (although the rise in 
world oil prices was certainly fortuitous from a balance of payments stand- 
point). The mining sector, dominated by phosphate rock, registered a 24.1 
percent rate of growth as phosphate production hit a record 4.6 million 
tons. Value added in the manufacturing sector continued to grow at high 
rates, reaching 12 percent in 1980. The tourist sector, after a boom year 
in 1979, grew by only 6.5 percent in 1980. 


INVESTMENT : 


Investment was slightly short of the projected level of $2.33 billion, 
reaching $2.29 billion. The shortfall was primarily due to delays in major 
projects. Investment as a percentage of GDP fell to 26.9 percent from 
1979's 29.5 percent. National savings, which now represent 24 percent of 
GDP, were almost 90 percent of total investment. 


The ‘public sector (including public and semipublic enterprises), accounted 
for 55 percent of total fixed capital formation. Government direct invest- 
ment was primarily in infrastructure (transport, communications, etc.) and 
agriculture. Investments by public enterprises were concentrated in the 
industrial sectors. Housing (some public, mostly private) accounted for 

16 percent of all investment. The state investment agency (Agence de 





Promotion des Investissements, API) approved 1,713 new private sector 
projects in 1980, valued at $888 million, although all these will not be 
implemented. Only 60 projects valued at $22 million were approved under 
the 1972 investment law for export-oriented manufacturing industries, 
continuing the recent decline in this area. 


BALANCE OF PAYMENTS: 


Thanks to increases in crude oil and phosphate prices, export receipts rose 
by 28 percent to $2.3 billion while import outlays rose only 17 percent to 
$3.4 billion. The trade deficit of $1.1 billion was somewhat less than 
anticipated. Tunisian exports are dominated by three products--petroleum, 
reserves of which are declining; textiles, bedeviled by growing worldwide 
protectionism; and phosphate products--which together account for about 75 
percent of merchandise export receipts. The most striking change in the 
structure of Tunisian exports in recent years has been the continued rise 
in the importance of petroleum products (from 42 percent of total exports 
in 1976 to 54 percent in 1980) and the decline of agricultural goods (from 
16 percent in 1976 to 6 percent in 1980). Tunisian imports are also domin- 
ated by petroleum products (Tunisia exports most of its own high-quality 
crude and imports lower-priced'oil for domestic requirements), which 
increased by 35 percent in 1980, accounting for about 36 percent of the 
total import expansion. The next largest import category is now foodstuffs, 
led by cereals. 


An increase of 14 percent in tourist receipts helped the surplus in the 
service account to increase by 6 percent. This more than offset the decline 
in net transfer receipts due to a levelling off in worker's remittances. 

As a result, the current account deficit decreased to $285 million, the 
equivalent of 3.4 percent of GDP. This was financed by total foreign capital 
inflows of $662 million ($25 million in grants, $149 million in direct 
foreign investment, $285 million in concessional aid and $203 million in 
medium term private loans). Foreign exchange reserves increased for the 
third consecutive year, giving Tunisia net international reserves of $482 
million, the equivalent of about a month and a half of 1980 imports of goods 
and services. 


External debt rose 9 percent, reaching $3.12 billion. The ratio of out- 
standing debt to nominal GDP fell somewhat, to 37 percent, with the result 
that the debt service ratio was held to an admirable 11.1 percent. 


MONEY AND FINANCE: 


The central government deficit rose 12 percent to $454 million and was 
chiefly financed by domestic borrowing from public sector institutions' 
Treasury deposits. On the monetary side, domestic liquidity increased by 

17 percent, equivalent to the rise in nominal GDP and due in part to the 
increase in net foreign assets. Total domestic credit increased by 16 
percent, as credit to the private sector (including public enterprises) 

rose by 18 percent, partly because of the need for higher amounts of working 
capital as the good crop was marketed, while credit to the Government 
increased by 8 percent. 





PRICES, WAGES AND EMPLOYMENT: 


Tunisia has an extensive system of price controls and subsidies which, along 
with a cautious monetary policy, helps to keep inflationary pressures within 
reason. The rate of inflation in 1980 was 9.8 percent. Controlled prices 
for basic foodstuffs (cereals, sugars, edible oil, milk, coffee) were 
relaxed slightly in January 1980, but the deficit in the Government's 

Price Stabilization Fund reached $305 million by the year's end. 


Minimum wages were raised twice in 1980, increasing by around 13.5 percent 
overall. These hikes resulted from negotiations between the Government, the 
employers' association and the labor union as stipulated under the January 
1977 social contract (Pacte Social). The Tunisian labor union (UGTT), once 
a formidable political force, has been effectively dormant since early 1978, 
but government control is being relaxed and the organization is likely to 

be much more active in the coming decade. 


Perhaps the most pressing problem facing Tunisia is that of creating enough 
jobs to meet the rising demand for work. In 1980, 57,000 new job seekers 
appeared on the market and only about half found work. The rest joined 

the growing pool of unemployed. According to government figures, the rate 
of unemployment is about 16 percent; a more accurate estimate might be over 
20 percent. The problem is most acute in the critical area of males aged 
18-26, where the rate could be as high as 40 percent. With half the 
population under eighteen, the number of would-be workers grows every year. 
In the past, some of the pressure has been relieved by workers' migration 
to France and Libya, but these safety valves appear to be closing off. The 
Government is exploring the possibility of sending Tunisian workers to the 
Gulf States, but even if this tactic succeeds, the Government will still 

be faced with enormous numbers of disaffected and potentially hostile youths. 


2. OUTLOOK FOR 1981: 


The program for 1981, the last year of the Fifth Development Plan (1977-81), 
is séen as a bridge into the Sixth Plan (1982-86). Accordingly, investment 
is to pick up dramatically, especially in manufacturing industries, to make 
up for some of the delays experienced in major Fifth Plan projects. GDP is 
projected to increase by 6.7 percent in real terms. Agriculture is to 
duplicate its 1980 growth rate of 8.6 percent, the balance of payments is 
to remain stable and new programs to improve real purchasing power and 
increase employment prospects are designed to maintain the social calm 
which has prevailed in recent years. 


GDP GROWTH: 


The Government is projecting an increase in real GDP of 6.7 percent. This 
ambitious target is based on the following mix of assumptions: (a) that the 
all-important agricultural sector repeats its performance of 1980, and 
grows by 8.6 percent; (b) that the expected decline in oil production is 
fairly minor, from 5.6 million tons in 1980 to 5.45 million tons in 1981; 





(c) that tourism will level off, but not drop; and (d) that the manufactur- 
ing sector continues to sustain its recent annual growth rates of 11-12 
percent. 


INVESTMENT : 


Investments in 1981 are planned to total $2.3 billion, representing 27.3 
percent of projected GDP. Planned 1981 capital investments in agriculture 
are $338 million, half of these to be in such water-related, government- 
implemented projects such as the several large dams under construction and 
the irrigated perimeter program. Investment in non-manufacturing industries 
is to amount to $480 million, of which $260 million would go to petroleum- 
related projects, $68 million to electricity, $53 million to mining and 
$99 million to potable water. Investment in manufacturing industries is 
planned to increase 27 percent over 1980, to $356 million, but Fifth Plan 
totals for this sector will still fall 21 percent short of target levels, 
due largely to delays in major projects such as a new sugar mill, another 
cement plant, two lime factories, the El Fouladh steel mill expansion and 
the SAEPA II ammonium nitrate plant. Government planners hope private 
investment will continue to be greater than had originally been projected 
under the plan. 5-year figures do indicate that private investment is 
increasing at a favorable rate, with private sources accounting for 40 
percent of overall Fifth Plan totals as opposed to the 33 percent projected 
earlier. However, the line between public and private entities in Tunisia 
is less strictly drawn than in the United States, with the result that 
true private investment is difficult to measure. Moreover, institutional 
arrangements and the incentives for saving are skewed in the direction of 
residential housing rather than more productive investments. While the 
Government admits this, it is not clear whether it plans to make any 
meaningful reforms such as substantially increasing deposit and lending 
rates or improving their structure. In 1980, as a means to stimulate 
greater private investment and reduce the budgetary burden of direct 
government investment, several new investment banks were created. French, 
Kuwaiti and Saudi interests are represented in three of these, with Tunisian 
Government and private financial institutions as partners. The new banks, 
which will make both loans and investments, are expected to operate on a 
commercial basis. 


BALANCE OF PAYMENTS: 


The plan for 1981 anticipates a decline in the terms of trade (overall 
export prices increasing 6.3 percent and import prices 7.3 percent) which 
it plans to meet by tightening import volume to an increase less than GDP 
growth. The Government has been unable to accomplish this in recent years, 
but now proposes to do so by restricting imports of non-food consumer 
products and semi-finished goods. This again demonstrates the crisis in 
Tunisian agriculture, with the continuing need to import large quantities 
of increasingly expensive food. In 1981, despite a good wheat crop in 1980, 
the Government expects to import 600,000 tons of wheat--almost double 
original Fifth Plan projections. Tunisia will be paying an average of $212 
per ton for this wheat, which cost around $136 per ton in 1977. Meanwhile, 
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Machine-Building and Metal-Working Industries: Stress has been 


placed on the machine-building and metal-working industries in 
recent Soviet economic policy statements. The main direction of 
comment has been on the need to increase the efficiency both of the 
industry itself and of the capital goods which are produced in order 
to save both raw materials and labor. The most rapid growth in past 
years has taken place in the production of computers and 
computer-related equipment. Output measured in ruble value had 
increased at a nearly 9% per year since 1975 and by more than 15% in 
1980. Production of “equipment for automation" of prodyction lines, 
also measured by value, has also increased at rapid rates. 


Other branches of the machine-building industry have increased 
output at slower rates or have experienced declines. Important 
bottlenecks exist in the production of transportation equipment. 
Production of diesel engines has only held its own since 1975 and 
output of railway cars fell nearly 9% in 1980 below 1979 levels - 
continuing a falling trend evident since 1976. Automobile and truck 
production in 1980 rose at a rate of about 1%, which is well below 
the longer trend. Since the end of the year, new production 
capacity has reportedly been commissioned for truck production at 
the Kama River Truck and Engine Facility. 


Soviet needs for renovation of machine building capacity may produce 
substantial interest in foreign equipment in the long term, although 
no plans for imports from the West have been announced. Principal 
current suppliers are the GDR and Czechoslovakia. 


Chemical Industries: After a poor performance in 1979 during which 
production expanded only 0.2%, the chemical industry as a whole 
expanded output by about 6% during 1980. Further growth of the 
industry is expected in light of the emphasis placed on 
"“chemicalization of the economy" during the speeches of the 
leadership during the recent Party Congress. In this effort, 
production of fertilizers (up 10% in 1980) and plant protection 
agents will be particularly important for their potential 
contribution to the output of the agricultural sector. Another 
branch of the chemical industry which has been specifically 
emphasized is the production of detergents. 


Logging, Pulp, Paper and Woodworking: Forestry and the forestry 
industries continued in 1980 to suffer from the effects of near 
exhaustion of the lumber resources of European U.S.S.R.--even as 
huge resources of uncut timber stand some thousands of kilometers 
away in Eastern Siberia and the Far Eastern regions of the country. 
Roundwood removals from forests rebounded to show growth of somewhat 
less than 1% over the last year, but the recovery in 1980 was 
insufficient to reverse the trend since 1975 of declines of more 
than 2-1/2% annually. A contributing factor is the fact that 
reported investment has declined over the past 5 years in this 
industry. 





9 - 


The shrinking resource base in European U.S.S.R. is reflected in 
other parts of the industry. Paper production has increased at less 
than 1/2% annually since 1975 (although production in 1980 was up 
nearly 2% over 1979 when extraordinary weather conditions hampered 
supply and transportation). Cellulose and cardboard production has 
apparently also increased at very slow rates; year-end statistics 
were not released with other data on 1980 industrial outputs. 


Agriculture: Soviet agriculture suffered its second serious crop 
shortfall in 1980 and the third failure in 5 years. 1980 harvests 
of grains, sugar beets, sunflower seed (a major source for vegetable 
oil), potatoes and vegetables were significantly below recent 
average levels. Only cotton (grown in the warmer southern 
republics) had a good year with a record crop of 9.96 million metric 
tons - 9% above the previous record level of 1979). 


As a result of poor harvests, food supplies to consumers are 
constrained, despite large imports of grain and other commodities. 
Short supplies and unusually poor quality of forage continue to 
reduce livestock productivity. Though the total animal population 
has grown slightly, red meat, milk and butter production is down 
substantially, and imports have risen. Only poultry meat and 
production have increased. 


National economic plans include targets for 3.2% per year growth in 
grain output and 2.7% annual growth in meat output. Increases 


approaching this magnitude would require extraordinary efforts in 
all industries which provide inputs. Among the measures proposed is 
the development of a modern “agro-industrial complex." (The 
outlines of the program remain unclear and, for the present, no 
increases in capital investment devoted to agriculture have been 
announced.) Announced increased price incentives and greater 
encouragement of private plot production are expected to boost 
Output somewhat, though it is doubtful that the ambitious 1985 goals 
can be achieved. The U.S.S.R. organizations concerned with 
agriculture are showing active interest in Western and American 
techniques and equipment at this time. 


Light and Food Industries: Consumer Goods: In the Soviet system of 
industrial organization the “light" and “food" industries nominally 
provide most of the consumer goods available in the economy, direct 
consumption of agricultural produce being the other major source for 
non-durable consumer items. Consumer durables are often produced as 
subsidiary products of "heavy" industry, although the precise shares 
are difficult to apportion. Based on available information, it is 
estimated that the output of consumer items by the Soviet economy 
was about the same in 1980 as it was in 1979 indicating per capita 
declines in consumption of many consumer goods. Production of such 
items as meat products, sugar, canned goods and consumer 
non-durables such as knitted clothing and leather shoes showed per 
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capita declines in 1980 by comparison with 1979. Soviet data show 
that growth in output of the light and food industries has proceeded 
less rapidly during the Tenth Five-Year Plan (1976-1980) than during 
the previous 5-year period. Among the reasons noted by analysts is 
the lack of increase in the level of investment in light industry 
over recent years. 


Soviet Development Plans: The Soviet economy operates on the basis 
of plans whose general targets are ratified by the Council of 
Ministers, consistent with guidelines of the Central Committee of 
the Communist Party of the Soviet Union. These plans, worked out in 
detail by the State planning organization, Gosplan, and ministries 
are revised periodically to take into account changes in 

conditions. The 1981-1985 Five-Year Plan, details of which are now 
being elaborated by Gosplan for approval in September 1981, is less 
ambitious than earlier plans and for that reason may prove less 
subject to downward revision of targets. In most cases, the rate of 
increase foreseen in the Eleventh Five-Year Plan is substantially 
below the rate achieved during the Tenth Plan (1976-1980) and even 
further below the original targets of the Tenth Plan. Nevertheless, 
many analysts believe the U.S.S.R. will not attain its principal 
Eleventh Five-Year Plan goals because of the continued defense 
spending, the reduced rate of growth in investment reflecting lack 
of investment resources, and the probability that weather and other 
factors will prevent the U.S.S.R. from achieving its agricultural 
targets which in turn affect overall economic growth. 


Foreign Trade and Payments: Soviet foreign trade turnover reached 
approximately 94.1 billion rubles during 1980, a 17.2% increase over 
1979, according to official Soviet statistics. Soviet foreign trade 
has assumed an increasingly important role in the Soviet economy in 
recent years, now equal to 20% of the national income. Reported 
Soviet exports reached nearly 50 billion rubles ($77 billion, at the 
average official exchange rate) and imports totaled over 46 billion 
rubles (nearly $71 billion). While Soviet trade data indicate a 
large surplus in the trade account for 1980, Western estimates 
suggest a hard currency trade deficit of around $2 billion at year 
end. Trade deficits are financed by net exports of transport 
services, sales of arms and gold, and by borrowing in the West; 
although it is believed that last year the net debt to foreigners 
was reduced somewhat from the estimated $17.2 billion of 1979. 


In the near term, the payments of the U.S.S.R. will not hinder plans 
for large imports of agricultural products or machinery, although 
large capital projects such as the proposed pipeline from Siberia to 
Europe are clearly beyond the capacity of the Soviet Union to 
finance in the absence of large Western credits and significant 
barter or "buy-back" arrangements. 
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Despite the tension in East-West relations and the post-Afghanistan 
sanctions, Soviet trade with the developed industrial nations, 
especially those of Europe, continued to expand rapidly (up a 
reported 23% from 1979). Trade with Finland (up 49%), France (up 
41%) and the FRG (up 35%) led this trend. The value of total trade 
turnover increased primarily because of the rapid rise of the prices 
for Soviet oil, petroleum products and natural gas. Soviet imports 
from those countries also increased, but at a more modest rate. 
Undoubtedly some of the increase in French and West German exports 
to the Soviet Union is due to new contracts that had previously been 
signed or would have normally gone to American firms. On the other 
hand, trade with certain industrial nations either stabilized (as 
with Japan) or decreased (as with the United Kingdom and the 
Scandianavian countries) reflecting both the political climate and a 
cutback in the deliveries of Soviet oil. 


The growth of Soviet trade with CMEA (Council for Mutual Economic 
Assistance) member-states failed to keep pace with the increase of 
overall Soviet trade, climbing only 9.9% last year. As a result, 
CMEA members accounted for only 48.6% of total Soviet trade turnover 
in 1980 - down from 51.9% in 1979. Third World exports to the 
Soviet Union rose by some 60% last year to 6.9 billion rubles ($10.6 
billion) while Soviet exports to developing nations remained 
virtually flat at 5.1 billion rubles ($7.9 billion). The massive 
increases in imports from the developing world was mainly due to 
large purchases of grain; Soviet imports from Argentina grew nearly 
four-fold and there were increases in imports from Thailand and the 
Philippines. Argentina joined India among the Soviet Union's major 
trading partners in the Third World, replacing Iraq and Libya. 


For the foreseeable future, intra-CMEA trade will remain the 
cornerstone of Soviet foreign economic relations both for economic 
and political reasons. However, the pattern of trade should 
continue to shift away from the CMEA countries toward the industrial 
West, especially France and West Germany, barring any major 
political development such as Soviet intervention in Poland. Moscow 
needs to sell such commodities as oil, gas and gold to the West for 
hard currency to finance its imports of agricultural commodities, 
machinery and equipment. Over the long term, the Soviets expect 
natural gas to replace oil as the largest source of hard-currency 
earning. 


U.S./Soviet trade in calendar year 1980 dropped sharply as a direct 
result of the economic measures applied by the U.S. in response to 
the Soviet invasion and occupation of Afghanistan. Total turnover 
in 1980 was $1.96 billion U.S., down 56.2% from the 1979 figure of 
$4.47 billion U.S. U.S. non-agricultural exports were $462.2 
million, down 38.2% from the 1979 total of $748.2 million U.S. U.S. 
imports of Soviet goods in 1980 were $452.9 million, a 48.1% 
decrease from 1979's figure of $873.2 million. 
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PART B - IMPLICATIONS FOR THE UNITED STATES 


The outlook for U.S.-U.S.S.R. trade in 1981 has improved following 
the lifting of restrictions on U.S. agricultural and phosphate 
exports. Nonetheless, a number of uncertainties remain. First, the 
continued Soviet military presence in Afghanistan will limit the 
possibility of any dramatic improvement in Soviet-American 
relations. The new Administration is still formulating its economic 
and commercial policies vis-a-vis the Soviet Union. 


A second "unknown" is the situation in Poland which although 
apparently improved, has not stabilized; Soviet intervention cannot 
be precluded. While it is impossible to predict in advance 
precisely what the Western reaction would be to a direct Soviet 
intervention in Poland, the Administration has stated explicitly 
that such an intervention would have a very profound and serious 
impact on the whole spectrum of U.S.-Soviet relations for an 
extended period of time. Economic and trade relations would 
undoubtedly be heavily affected. 


A third unknown concerns the attitude of the Soviet Government 
toward doing business with American firms. As a result of the 
restrictions instituted by the U.S. Government as a response to the 
Soviet invasion of Afghanistan, the U.S.S.R. may look on American 
companies as suppliers of the last resort. The need for assurance 
of delivery in the Soviet-planned economy is very great. To the 


extent that Soviet FTO's perceive they cannot be assured of delivery 
from American firms, they may look elsewhere in spite of a 
preference in certain product areas for specific American firms. 


The Soviets have a constant need for imports of industrial products 
and technology from the West. This is particularly true in the 
energy and agricultural sectors. Soviet needs for equipment to 
construct the Northern Gas Pipeline and other oil and gas pipelines 
are so great that a few large orders from American firms could 
provide a statistical result in 1981 at variance with the general 
trend of U.S.-Soviet trade. However, while the external finances of 
the Soviet Union are fairly healthy right now, the picture could 
change substantially in the early 1980's. The periodic Soviet 
requirements to import large quantities of grain and the possible 
need for foreign currency support of several countries in Eastern 
Europe could absorb large quantities of foreign exchange. Moreover, 
if Soviet oil production cannot keep up with the demands put upon 
it, Oil exports to hard-currency areas may be reduced. Oil exports 
to the West accounted for over 50% of Soviet hard currency revenues 
in 1980. Projected hard currency earnings from natural gas will not 
be of sufficient magnitude before the mid- to late-1980's to 
compensate fully for possible reductions in oil exports to the West. 





have majority Tunisian equity--the percentage is negotiable. The Investment 
Promotion Agency (API) oversees these programs and makes every effort to 
overcome any problems that arise. 


Apart from these special incentives, investors are attracted to Tunisia as 
a country with moderate wages, preferential access to the Common Market, 
and good transportation. U.S. investment in Tunisia at the moment is 
virtually nil, totalling perhaps $5 million in equity. Nevertheless, there 
is a growing interest in Tunisian official and private circles in the 
possibility of tapping U.S. technology for joint ventures in growth areas 
such as food processing, dairy and meat projects, new and renewable sources 
of energy, plastics and fishing. Enormous amounts of American venture 
capital, of course, continue to be expended each year as numerous U.S. oil 
exploration and service companies search for new sources of Tunisian petro- 
leum. No U.S. company has yet discovered amounts significant enough to 
warrant actual investment in production. Four American banks have branches 
in Tunis; two of these are offshore units established under a 1976 banking 
law. 


Americans interested in trading with or investment in Tunisia should contact 
the U.S. Department of Commerce, Commerce Action Group for the Near East 
(CAGNE), Washington, D.C. 20230, telephone (212) 377-5737. The Department 
of Commerce also maintains district offices throughout the United States, 


staffed by trade specialists who can assist U.S. business representatives 
engaged in international commerce. The Tunisian Government has established 
facilities at 630 Fifth Avenue, New York, N.Y. 10020, to provide information 
to Americans interested in trade (telephone 212-489-6930), investment 
(212-265-7117) and tourism (212-582-3670) in Tunisia. The address of the 
Tunisian Embassy in Washington is 2408 Massachusetts Avenue, N.W., Washington, 
D.C. 20008, telephone (202) 234-6644. 


t U. S. GOVERNMENT PRINTING OFFICE: 1981—341-007/427 
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